Social capital is often defined as consisting of trust and postmaterialist values on the one hand, and social networks on the other hand. This article examines how different governance modes such as networks, markets, and hierarchies are related to trust and postmaterialist values in 74 West German regions.A principle component analysis of 40 social capital indicators shows that trust and postmaterialist values do not solely combine with networks but also with preferences for markets and hierarchies. A cluster analysis identifies two dominant types of regional social capital in West German regions. These types are different from the well-known Italian patterns described by Robert Putnam in his seminal work. In the period 1995-2002, the annual economic growth in regions which have combined trust with preferences for strong markets and weak political networks was on average 1 percent higher than in regions with inverted preferences.
Introduction
Since J.S. Coleman's Foundations of Social Theory (1990) , a growing body of research has concentrated on the effects and causes of differences in regional and national social capital. According to Beugelsdijk and van Schaik (2005) the number of hits on 'social capital' in the Social Science Citation Index has increased from 10 in 1994 to 223 in 2004 (p. 1054) . Within this expanding scientific literature this article is aimed at contributing to comparative studies on social capital and its effects at the subnational level (Panebianco, 2003 : Tabellini, 2005 . Taking up distinctions made in the debate referring to the seminal work by R. Putnam (1993) , we differentiate a 'governance component' of social capital which encompasses the structural aspects of collective interactions such as networks, markets, and hierarchies on the one hand, and a 'norm component' entailing its collective cultural aspects such as trust and postmaterialist values on the other hand (van Deth, 2003: 79-80 ; see also Portes, 1998; Streeten, 2002) . Differentiating both components means disentangling the dense interrelation between 'trust, norms, and networks' which became established in the aftermath of Putnam's seminal work (Woolcock, 2001: 70) . The article questions the traditional view that reciprocal norms solely combine with network activities, and advocates a more open-ended exploration of different forms of regional social capital.
At the centre of the article is the empirical description of: (a) the relationship between trust and postmaterialist values on the one hand and certain governance modes (hierarchies, markets, networks) on the other hand; as well as (b) the effects of these social-capital patterns on economic development in West German regions. The empirical part of the article uses a more encompassing data set than is usually available for respective analyses of 40 variables. The data set combines both survey and official data from the 1980s and 1990s for 74 West German regions ('Raumordnungsregionen') in a cross-section frame.
The rest of the article is organized as follows. In the next section, our theoretical view on social capital and its impact on regional economic development is presented in more detail. The third section contains a fine-grained discussion of the data since a new data set for German regions is used with some variables which were not available on the regional level until the present day. The estimation approach and its results are presented in the fourth section, followed by the Conclusions.
Social norms, governance, and regional economic development
Disentangling the traditional social capital concept
Our research interest derives from the ongoing debate about local and regional development in the age of globalization (Storper, 1997; Scott, 2001) . With regard to the territorial embeddedness of economic life, it is often argued that regions with dense networks of associations and a collective norm of reciprocity are better off because of reduced transaction costs (Beugelsdijk and van Schaik, 2005: 1055) . This approach is substantially supportedamong others -by the seminal empirical studies of Ostrom (1990) and Putnam (1993; . Ostrom shows in various case-studies (e.g. on the use of alms in Switzerland, irrigation systems in Spain, and fishing rights in Turkey) how people find cooperative solutions to overcome the 'tragedy of the commons'.
1 She points out that social capital differs from physical capital in not wearing out with use but rather with disuse. Putnam explains the differences in regional development by looking at statistical proxies representing the civic community, the 'institutional' performance and the local government performance. His pivotal research question concerns how formal institutions, having been set up to solve dilemmas of collective actions, are socially embedded. He assumes that a specific kind of embeddedness supports effective governing and economic wealth: 'Voluntary cooperation is easier in a community that has inherited a substantial stock of social capital, in the form of norms of reciprocity and networks of civic engagement' (Putnam, 1993: 167) . The short definition of social capital as 'trust, norms, and networks', repeatedly used by Putnam, hints to the two components interwoven in his understanding of social capital. On the one hand, there are norms of reciprocity and postmaterialist values in the sense of political interest, participation, and self-determination. On the other hand, there are preferences for networking and voluntary cooperation; that is, for specific ways of organizing social, political, and economic interactions. In his empirical work on Italy, Putnam identifies two types of regions: one in which postmaterialist values, trust, and civic networks are closely connected and the 'community values solidarity, civic engagement, cooperation, and honesty'; and in contrast, regions that are shaped by 'personal dependency', 'private greed', and corruption (Putnam, 1993: 115) . Thus, Putnam introduced a dichotomy in regional differentiation that strongly influenced the debate about regional patterns of social capital: 'Italy's civic split between North and South' (Putnam, 1993: 184) , one could also say the 'good' and the 'bad' ones. According to Putnam, social capital in the first kind of region results in a stable self-enforcing social equilibrium with high levels of collective well-being, while the second kind of region remains locked in a stable but inferior Nash-equilibrium.
We follow Putnam in that regions may be separated into two groups with regard to trust and postmaterialist values. Due to geography, demography or history, people in a region can be relatively trustful or more dominated by postmaterialist values compared to the national average. However, we question whether these norms automatically cluster with preferences for networks. The traditional concept of social capital solely refers to collective actions in a non-market and non-state form. It is therefore defined by a norm and a network component. From a theoretical point of view, this concept is not convincing. Trust and postmaterialist values can be beneficial in markets, hierarchies and networks as, for example, Milgrom et al. (1990) , Greif (1993) , Bolton and Ockenfels (2000) , and Fehr and Gächter (2000) show with regard to reciprocity norms and markets (see also Newton, 2001 ).
In addition, the ongoing debate on 'governance' shows that all its modes have their shortcomings and that governance modes are linked with different norms (Rhodes, 1997; Stoker, 1998; Pierre and Peters, 2000; Crouch, 2005: 20-2) . Within this debate, typologies of urban und regional governance have been presented in which norms and modes of coordination are combined in regionally different ways (Pierre, 1999; DiGaetano and Strom, 2003 15(3) styles, natures of exchange between local actors and patterns of subordination, instruments, and values (Pierre, 1999: 377-89) . The local arrangements, he suggests, are characterized by: (a) a managerial orientation with efficiency-oriented as well as socially exclusive values and a market-oriented governance mode; (b) a corporatist orientation with strong emphasis on values such as distribution and social inclusion with a rather network-oriented understanding of guiding and steering; (c) a growthorientation with strong materialistic values and a governance mode which is interactive, networkoriented with regard to company-state relations, but exclusive to citizens; (d) a regional welfare model with strong emphasis on equity and social inclusion and a state-oriented governance mode.
These arguments help to disentangle the mainstream combination of 'trusts, norms, and networks' for purposes of analytical research. Against the background of the governance debate, the specific character of regional social capital and its respective combination of norms and governance components becomes a phenomenon to be explored. We therefore propose to look at the norm component of social capital (trust, postmaterialist values) separately and examine the relationship between this component and different governance modes such as hierarchies, markets, and networks. 
Social capital patterns and regional development
With regard to the norm component of social capital, most of the empirical studies show a positive influence on regional development. Knack and Keefer (1997) , La Porta et al. (1997) and Zak and Knack (2001) show, for cross-country samples with World Value Survey Data, that differences in trustmeasured by the item 'Generally speaking, would you say that most people can be trusted or that you can't be too careful in dealing with people?' -have a significant impact on national growth rates. Beugelsdijk and van Schaik (2005) as well as Tabellini (2005) have presented similar results for the economic growth of European regions. Tabellini uses additional variables which are related to postmaterialist values and also finds a positive relationship with regional growth.
The empirical results with regard to the governance component are, however, much more mixed. Already in the early 1990s Miegel (1991) showed that in 26 German counties the prospering ones were characterized by a mix of preferences for success and the readiness for competition, whereas the others showed stronger support for the traditional welfare state. Baumann and Schneider (1999) do not find any relevant impact of the traditional social capital concept on economic growth at all. Panebianco (2003) replicated a study carried out by Helliwell and Putnam (1995) for Italian regions, using indicators for German regions such as voter turnout, preferences for parties, number of civic associations etc. He proved that trust and density of civic associations correlate positively with regional economic success whereas preferences for rather corporatist networks show a converse correlation. These findings challenge the underlying view of the traditional social capital concept that non-market and non-state coordination is beneficial in any case and on every level of aggregation. Too much 'networking' can result in social exclusion and rent-seeking activities. The 'social capital' of a wellorganized interest group will indeed foster the welfare of the members of this group, but may be harmful for non-members and therefore aggregated welfare. The same argument holds true for regions that use their 'social capital' for beggar-myneighbour policies. To identify welfare-enhancing regional patterns of trust and postmaterialist values on the one side and governance modes on the other side, a closer look at different governance modes with a certain regional variance is therefore recommended. Also, the debate on governance argues that mixtures of different modes of coordination could enhance governing effectiveness more than the choice for one. Such a notion challenges the traditional concept of social capital and suggests that a strong dichotomy between 'good' and 'bad' regions does not sufficiently grasp the spatial variance of welfareenhancing patterns of social capital.
In sum, the central hypothesis guiding the following research is twofold: (a) regional differences in preferences for hierarchy, markets, and networks (governance component of social capital) combine with trust and postmaterialist values (norm component) in various forms; and (b) there are more than two regional types of social capital with beneficial economic outcomes (Figure 1 ).
Figure 1 sums up our concept for the empirical research. It visualizes that the regional variance of norms and governance regimes itself may be caused by regional variance in geography (e.g. agglomerations versus rural areas), demography (e.g. the number of people above 65) or history (e.g. religion). Therefore, we will control for these regional characteristics and their impact.
Operationalization of the theoretical concept

The empirical design: overview
Since we are interested in the regional variation of shared values we will use aggregated survey data on the regional level to test our hypotheses. There is an ongoing debate whether to use aggregated national, aggregated regional or micro data when dealing with social capital (e.g. Glaeser et al. 2001; van Deth, 2003) . As explained in the theoretical part, our notion of social capital is an extended version of Putnam's definition. This means that on the one hand we treat personal beliefs as social capital as long as they are not shared by a larger group (and have the power to structure day-to-day life). The usage of micro data would therefore not be adequate for our purpose.
3 On the other hand, we think that the explanatory power of cross-section analyses at the national level (e.g. with data of the World Value Survey) is limited with regard to social capital. Shared values at the national level are usually expressed in constitutions, laws and institutional arrangements (North, 1990) ; comparative institutional analysis interested in national variations could therefore concentrate on these formalized institutions. Values that are shared on the regional but not on the national level are most of the time not formalized at all, the social capital concept with its focus on norms and governance modes therefore has its greatest explanatory power at the subnational level.
Because of data availability and quality we restrict our research to West German 'Raumordnungsregionen', which are 74 regions altogether. This restriction allows us to use a much broader data set than is available at the European Level (e.g. via the European Social Survey) or a more disaggregated level (e.g. city regions) and to go back in time. The usage of older data from the late 1980s and 1990s is necessary when we ask for the economic consequences of social capital variations; this is also why we had to exclude the East German regions and Berlin from the sample. Our empirical Figure 1 for this chain of causality).
Description of the data used
Because official statistics hardly provide any useful social capital indicators we rely mostly on survey data. To increase data quality we combine indicators from different sources. Of the surveys, the FORSA data has the highest quality with regard to pure numbers. On average more than 100 cases per region for ALLBUS and SOEP is, nevertheless, not too bad either (crosscountry studies often rely on some hundred cases per country). As mentioned, we use aggregate measures (arithmetic means, percentages) over all available years. Strictly speaking, ordinally scaled measures, such as answers on a scale of 1 to 5, are usually treated as metrically scaled to avoid loss of information.
For measuring trust, ten variables were used (Table 2) , the first eight dealing with (inter)personal trust (trust1-8) and the last two with institutional trust (trust9-10). It could be questioned whether the last two variables should have been included at all, since the Putnam concept of social capital mainly refers to personal trust as the driving force for social networks. Moreover, institutional trust could also be interpreted as being part of other categories (preferences for hierarchies or even markets) since it refers to the status quo of institutional arrangements. We nevertheless decided to include these two variables because of the simple fact that our statistical method corrects for selection problems. The principle component will reveal if institutional trust in West German regions is correlated with personal trust or other aspects of social capital (and this is an interesting question).
For measuring postmaterialist values a total of nine variables was used ( Inglehardt-index). The other four variables (pmat6-9) were added because of postPutnam research which has stressed the importance of progressive attitudes and preferences for a selfdetermined life as part of postmaterialist values (e.g. Tabellini, 2005) . Again, since the principle component analysis is able to identify the variables which represent the same (latent) concept, it is better to start with too many rather than too few variables.
For measuring the preferences for certain governance modes, 5 we start with party preferences (Table 3) , since steering and guiding in representative democracies should be assigned to political parties. Membership data was selected because it reflects stronger party preferences than election outcomes, but both are highly correlated anyway. The party proxy is considered as a tentative variable to control preferences for governance modes. However, in Germany especially, the big parties (CDU/CSU, SPD) each stand for heterogeneous respective preferences. The membership in small parties is supposed to be more informative since their programmes can be linked clearly to specific ways of steering: FDP strongly pro-market, the Greens strongly pro-networks, PDS strongly pro-state. Additionally, the party proxy is supposed to give additional information about the willingness of people to organize in political networks. The membership in catch-all parties indicates a regional inclination towards corporatist arrangements (Pierre, 1999: 380-3) .
Three additional proxies were selected for the hierarchy preferences: the church attendance rate, as proposed by Putnam; the attitude towards law and order; and the attitude towards authoritative education (hierarch1-3). All three measure slightly different aspects of preferences for hierarchy. While the first one is related to the church as a hierarchical institution, the second one refers to a strong repressive state and the third to more private hierarchies. What they have in common is that they all reflect a certain attitude towards mechanisms of vertical coordination. However, they also represent conservative values, which makes them not the best (pure) proxies for hierarchy preferences. But in the absence of better alternatives we have to rely on these second-best indicators. Seven additional survey indicators (market1-7) were selected as evident proxies for regional market preferences and six indicators (network1-6) as proxies for network preferences. The first entail the acceptance of social inequalities as well as the positive understanding of entrepreneurship and privatization. The latter European Urban and Regional Studies 2008 15(3) 234 EUROPEAN URBAN AND REGIONAL STUDIES 15(3) measure both civic networks (networks1-4) as well as political networks (network5-6). This is of particular importance, since Pierre suggests that it may be utile to differentiate between participative civic-oriented public-private exchanges and stateoriented networks (Pierre, 1999: 388) . The selected data on networks refers both to the intensity of networks (e.g. voluntary work on a scale of 1-4) and the quantity (membership in associations). It therefore allows us to differentiate between the breadth and the depth of networks. In sum, the newly combined set of survey data is considered to allow fruitful empirical research on our extended social capital concept (see Figure 1 ) since it offers a broad set of proxies for trust, postmaterialist values, and governance preferences.
Empirical results
Spatial patterns of social capital in Germany
To test our hypothesis that network preferences and social capital norms are not homogeneously spread among regions, we conducted a principle component analysis with all 40 variables listed in Tables 2 and 3 . The principle component analysis was chosen to identify independent components not correlated among each other and we conducted a right-angle rotation (Varimax with Kaiser-Normalization) to ease the interpretation of the components. The results of the principle component analysis are shown in Appendices 1 and 2. As one can see in Appendix 1, the 40 social capital variables selected are highly correlated, only six components explain nearly 60 percent of the variation in the data. Since additional explanatory power between the sixth and seventh component significantly decreases from 6.4 to 4.3 percent, we decided to stop interpreting the components below an eigenvalue of 2. A first glance at the factor loadings on these six components (Appendix 2) shows that the there is no single component which combines trust, postmaterialist values, and preferences for networks as would have been suggested by the traditional Putnam-style social capital concept. The variables trust1-8, pmat1-9 and network1-6 do not cluster in one component. Our first hypothesis, that the norm component of social capital does not solely combine with networking, is therefore confirmed at least for West German regions in the 1990s. To support the interpretation of the components, we correlated the factor values of the six components with other regional characteristics, such as the percentage of rural population, the percentage of employees in the industrial sector and the number of Protestants (Table 4) (Table 4) . This geographical characteristic might also account for a large part of the positive correlations of the component with the percentages of single households, higher educated, elderly, immigrant and high-income households (which are all higher in agglomerations). Apart from this, postmaterialist values seem to be stronger in scarcely industrialized and more Protestant regions. It is very interesting that a total of five variables not originally designated to the pmat variables set have strong negative factor loadings with 0.4 and more on the component: institutional trust (trust9), the church attendance rate (hierarch1), preferences for authoritative education (hierarch3), CDU/CSU and PDS membership. All these variables have in common that they to some extent reflect preferences for hierarchical coordination mechanisms (as well as conservative values). Preferences for hierarchies (as we tried to measure them) therefore seem to be not an independent component but a part of postmaterialist values in the sense that strong postmaterialist values oppose extended hierarchies as a governance mode.
The second principle component explains another 10 percent of the variation in the original data. Those variables related to the membership in traditional political networks have high factor loadings on this component (network5-6). Party membership -especially in the SPD -and trade union membership are closely related to this component, but not membership in civic and environmental organizations. The component represents regions with an above-average voter turnout (pmat2). We therefore call this component political networks further on. The factor values of the component are on average stronger in Protestant regions and regions with little migration and industry (Table 4 ). The Saar region is the region in West Germany with the strongest political networks, the region Donau-Iller with the weakest. Apart from voter turnout, this component is completely independent of trust and postmaterialist values; that is, it can have both high and low values in regions with strong, respectively low social capital norms.
The third principle component explains another 9 percent of the variation in the original data. It separates those regions with few civic networks from those with strong civic networks. The variables network1-4 have factor loadings of 0.4 and more on this component. Only the traditional political networks represented by the second component are not related to this third component. We therefore call it civic networks further on. According to this factor, the region Oberland has the strongest civic networks in West Germany and the region DonauIller the weakest. Contrary to the political networks component, this component is not independent of social norms, it is related to trustful behaviour with regard to friends and neighbours. The people in regions with strong civic networks often lend things as well as money to friends and leave the door unlocked. In spite of the fact that it is not related to any postmaterialist values, this combination of a norm and a network aspect brings this component close to the traditional social capital concept. Strong civic networks in the sense of this component are related to more rural areas with few immigrants (Table 4) . The fourth principle component explains another 9 percent of the variation in the original data. Most of the personal trust variables (trust1-5) as well as one of the institutional trust variables (trust10) have high factor loadings on this component. We therefore call this component trust further on. Not taking a low correlation with political interest (pmat1) into account, none of the other variables is strongly related to this component. This means that a significant part of the interregional variation in personal trust is spread independently of preferences for a certain governance mode over the German regions. As Table 4 shows, this variation may be partially caused by the education level and the size of the industrial sector. According to this factor, trust is especially high in the region Unterer Neckar and distrust in Emscher-Lippe.
The fifth and sixth principle components each explain around 7 percent of the variation in the original data. The sixth component represents variables which favour markets as governance mode (market1-2,4-7). We therefore call this component markets further on. People with such strong preferences for markets mostly live in rural and deindustrialized regions (Table 4) . They trust institutions (trust9), oppose a strong law-and-order state (hierarch2) and show little enthusiasm for elections (pmat2). According to this factor, market preferences are especially strong in the region Lüneburg and especially weak in the region Ostwürttemberg. The seventh component basically represents the two variables of the postmaterialist values set with regard to individualism and selfdetermination (pmat8-9). We call this last component, which is of only minor importance with regard to our research questions, individualism further on.
To sum up the main insights of the principle component analysis: the selected social capital indicators for trust and postmaterialist values on the one hand, and networks on the other hand, are far from clustering in one single principle component. The selected network indicators clearly split up into two different forms of networks: political and civic networks. Postmaterialist values and trust are to a great extent independent components; that is, they can have both high and low values in regions with strong or weak networks respectively. Some of the interregional variations of trust nevertheless combine with civic networks, but not with political networks. Preferences for hierarchies are negatively related to the postmaterialist values component and do not themselves form a component. Preferences for markets as a governance mode are again clustered in a component independent of the others. While all this provides evidence for our first hypothesis (that social capital norms do not automatically correlate with networks but also with preferences for markets and hierarchies), it is useful to confirm this conclusion by a cluster analysis. In spite of the fact that the six identified components show high correlations 'inside' and low correlations among each other, there could be dominant spatial patterns. A cluster centre analysis is the adequate statistical tool to reveal such patterns. As a starting point, we have looked for four regional clustersbecause of the findings of Pierre (1999) , mentioned above, who has identified four models of urban governance based on case-studies -and were somewhat surprised by the results since, of the high number of possible combinations among the six identified components, only two dominant clusters show up. This result is robust to variations in the design of the cluster analysis.
As Appendix 3 shows, 42 regions are characterized by a combination of strong postmaterialist values, strong political networks, weak civic networks, weak trust, and weak preferences for markets (type A). The exact opposite -i.e. weak postmaterialist values and political networks as well as strong civic networks, trust, and preferences for markets (type B) -occurred in 23 regions. Only nine regions are characterized by different patterns (type C and D). The four regions of type C have very strong trust and market preferences, as well as weak civic networks and individualism. Type D marks five regions with very strong trust, postmaterialist values, and individualism. The first two regional types, A and B, are therefore clearly dominant in numbers. As the map (Figure 2) indicates (and correlations which we do not show here confirm), regions of type A tend to be more urban regions with a high percentage of immigrants as well as Protestant regions. Type B marks the more rural regions with less rich inhabitants, fewer immigrants, and academics as well as the more Catholic regions.
What is also visible is a North-South division, which superficially resembles the Putnam work for Italy. However, the clusters identified here are very different from the clusters identified by Putnam for Italy. In German regions the absence of postmaterialist values is positively related to the participation in civic networks (voluntary work, sports, music, and other cultural associations). This finding is the exact opposite of what one would have expected from a social capital definition that treats postmaterialist values and civic networks as two sides of the same coin. At least in German regions, strong postmaterialist values are only related to political networking but not to civic networking. With regard to the background variable 'percentage of rural population', this finding makes intuitive sense. In rural areas with less postmaterialist values, civic networks may be a substitute for certain cultural infrastructure only available in the agglomerations (concerts, theatre, major sport events, nightlife, and so on). Trust often clusters with civic networking as would have been predicted by the traditional concept of social capital, but also with market preferences which is not in line with the traditional view. After providing some insights into the patterns of social capital in Germany on the basis of our extended social capital approach, we now ask, in a second step, what the effects of these patterns are with regard to regional development.
The economic effects of social capital patterns in Germany
In examining the assumption that regional norms and preferences for governance modes affect regional development, we start by looking at the bivariate correlations between our six social capital components and different development indicators: the number of patents per inhabitant; total factor productivity; economic growth in the period 1995-2002 and happiness (Table 4 ). The number of patents is taken from Greif (1998) and the average annual growth rate of output ('Bruttowertschöpfung') per worker in the period 1995-2002 from the official BBR statistics. To measure total factor productivity, we decompose differences in output per worker across regions into differences in inputs and differences in productivity in analogy to Hall and Jones (1999) . We assume that output Y in region i is produced according to
where K i denotes the stock of capital in 2002, as estimated by Eckey and Türck (2005) , and H i is the amount of human capital-augmented labour used in production in 2000. The augmentation was conducted by using a 6.8 percent rate of return for each year of education after secondary school (high school, training on the job, university). The percentages of regional employees according to their education are available in official statistics and the rate of return per year of education is taken from Hall and Jones (1999) . A i is a labour-augmenting measure of productivity (the so-called Solow residual). With this data on output, capital, and human capital-augmented labour, and an assumed α of 1/3 which is broadly consistent with national income accounts data for developed countries, the level of productivity can be calculated directly from the production function. Since the influence of the central production factors physical capital and human capital-augmented labour are isolated by this method of decomposition, the remaining productivity residual can be interpreted as being mainly influenced by technology and institutions. The regional happiness data on a scale from 0 = completely unhappy with life in general to 10 = completely happy was taken from the SOEP survey.
As Table 4 shows, the number of patents is higher in regions with weak political networks, market preferences, and individualism. Total factor productivity seems to be higher in regions with strong postmaterialist values and, again, in regions with less well-organized interest groups (i.e. political networks). Since total factor productivity accounts for both institutional quality and technical progress, and the number of patents is only a proxy for innovation and technical progress, the differences are plausible: postmaterialist values may be favourable for good institutions and governance but not for innovative milieus; strong market preferences and individualism could be a barrier for knowledge networks but not for institutional quality. Regional economic growth as the broadest measure of economic development not only accounts for productivity growth but also for human and physical capital accumulation. It is positively correlated with strong preferences for markets and civic networks as well as the absence of political networks and postmaterialist values. This seems to imply that market preferences and civic networks have positive consequences for investments in human and physical capital (since they show no significant impact on productivity), and postmaterialist values have strong negative impacts on these investments (since they show a positive correlation with productivity). That economic development is not everything is shown by the correlations with happiness. None of the social capital indicators that are related to growth is significantly related to happiness. Instead, trust and individualism seem to have a positive impact on happiness. Analysis beyond the level of simple correlations is, however, strongly recommended here, since the result at least partially contradicts findings on the cross-country level which usually show a positive impact of trust on economic development (Zak and Knack, 2001; Tabellini, 2005) . The next step is therefore a regression analysis. While it would be interesting to have a closer look at all four endogenous variables, patents, productivity, growth, and happiness (and even some others such as e.g. income distribution or investments) this would make the article explode. We decided to concentrate on economic growth, since it is the broadest measure of economic development and leave the closer look at transmission channels (patents, productivity, investments) for further research. By making this restriction, it is important to notice that we are only looking at economic development here; happiness of people as a different (or even broader) welfare indicator might show different results as the correlations discussed above seem to indicate. Economic growth could, for example, lead to social fractionalization and polarization and therefore negatively affect the happiness of people. While keeping this in mind, we conducted a linear regression analysis of the form
where ∆Y i is the average annual growth rate of output ('Bruttowertschöpfung') per worker of region i between the years 1995 and 2002 and M i is a vector of standard explanatory variables of economic growth. These are the level of logged initial output per worker (in our sample 'initial' is 1995), the investment per worker averaged over the period 1995-2000, the percentage of regional employees with high qualifications in 1995, the number of patents per inhabitant 1992-94, and the percentage of inhabitants living in agglomerations. X i is one of the six 'social capital' components extracted in our principle component analysis. Z i is a vector of all the additional explanatory variables in Table 4 (not yet included in vector M i ) that are introduced to check the robustness of the baseline model, and ε i is an error term. Since the regions are relatively large, spatial autocorrelation was not controlled for.
European Urban and Regional Studies 2008 15(3) 240 EUROPEAN URBAN AND REGIONAL STUDIES 15 (3) Because of concerns that the six identified social capital components are not really exogenous, we conducted two-stage least squares (TSLS) regressions in addition to ordinary least squares (OLS). In TSLS-regressions the Xvector variables are predicted values of a firststage regression with really exogenous variables called instruments. These instruments have to be highly correlated with the considered variables (in our case they have to be determinants of spatial variations in social capital) and uncorrelated with the residual of the secondstage regression. In analogy to Figure 1 , we selected six instruments: the percentage of rural population as a proxy for geography; the percentages of industrial employment; Protestants; immigrants and single households as socio-demographic proxies; and a dummy for the Notes: The table shows the ß-coefficients of the regression, the numbers in parentheses are the absolute values of the estimated t-statistics, based on the White heteroscedasticity-consistent standard errors. '**', '*', or '(*)' show that the estimated parameter is significantly different from zero on the 1, 5, or 10% level, respectively. SER is the standard error of the regression, and J-B the Jarque-Bera statistic on normality of the residuals. The instruments in the TSLS-regressions are % of rural population, % of employees in the industrial sector, % protestants in % of population, immigrants in % of population, single households in % of all households, and a dummy for the southern states Bayern and Baden-Württemberg. Table 5 are very similar to OLS). Table 5 shows that -controlled for other determinants of regional economic developmentpolitical networks had a negative impact on regional growth in the period 1995-2002 and positive attitudes towards markets had a positive impact. An interpretation of the first relationship may be that too much political networking leads to rent-seeking activities and, therefore, to lower economic growth, an argument brought forward in the newer social capital literature (e.g. Grootaert and van Bastelaer, 2002) . Now trust also indicates a positive influence on regional economic development, at least at a 10 percent level of significance. Neither postmaterialist values nor civic networks show any significant impact on regional economic development, contradictory to what could have been expected from social capital literature. The results are robust to the inclusion of all additional control variables from the Z-vector.
A regression on economic growth with the cluster types A and B shows similar results. In the German regions of type A such as, for example, Bremerhaven, Dortmund and Siegen that combine strong political networks with distrust and weak market preferences, annual economic growth was on average 1 percent lower in the period 1995-2002 than in the type B regions such as, for example, Augsburg, Lüneburg and Trier. The influence of social capital patterns on economic development in West German regions is therefore not only statistically but also economically significant. The regions with a more 'welfare and corporatist'-oriented social capital, characterized by strong political networks and weak market preferences, have lower growth rates than the more 'managerialist' regions with strong market preferences and weak political networks (compare Pierre, 1999) . 6 
Conclusions
If we sum up the results of the growth regressions against the background of the principal component and cluster analysis, we find empirical evidence for both hypotheses outlined in the theoretical part. On the basis of a data set for 74 West German regions ('Raumordnungsregionen'), we were able to confirm our first hypothesis that trust and postmaterialist values not only combine with preferences for networks but also with other governance modes. In a principle component analysis of a cross-regional data set of 40 social capital variables, no dominant component consisting of postmaterialist values, trust, and networks shows up, as would have been expected from traditional social capital concepts. Instead we find six components that can be interpreted as postmaterialist values, political networks, civic networks, trust, preferences for markets, and individualism. Therefore, we consider disentangling the governance and norm component of social capital as a useful heuristic for respective statistical analysis.
With regard to regional economic development, only trust and preferences for markets seem to have a positive impact, while corporatist political networks show a negative impact. The latter finding supports theoretical arguments that some forms of networking can lead to rent-seeking activities and therefore to lower economic growth. While the assumption that it is fruitful to analytically differentiate the components of postmaterialist values, trust, and governance modes is backed by the estimations, with regard to regional economic development the second hypothesis is not corroborated entirely: the six components combine in two dominant patterns across West German regions, one of them positively related to economic growth, the other negatively. These patterns are different from the predictions based on the traditional social capital concept. The growth-enhancing, more managerial type consists of strong preferences for markets which include a shared acceptance of social inequalities and inclinations to competition and privatization, but also some trust and preferences for civic networks. In contrast, the second more European Urban and Regional Studies 2008 15(3) 242 EUROPEAN URBAN AND REGIONAL STUDIES 15(3) welfare and corporatist-oriented type is characterized by shared postmaterialist values as well as a strong regional inclination for social equity, the preferred governance modes are state intervention (i.e. hierarchy) as well as corporatist political networks. It is within these latter regions that annual economic growth was on average 1 percent lower in the period 1995-2002 than in the first type. At least for the economic development of a region, the mix of values and governance preferences is therefore of notable importance.
Further research should: (a) extend the analysis to a more disaggregated regional level (i.e. functional urban regions) with a spatial correlation model; (b) go beyond the level of German regions (i.e. on the European level) to check the robustness of our results; and, importantly (c) investigate why the presented correlations indicate that the impact of West German social capital patterns on happiness may be different from the impact on economic growth. Regional GINI-coefficients as an endogenous variable may also be a very interesting object to look at. Finally, we suggest that an analysis of concrete policies based on our map of regional patterns of social capital will enhance the knowledge about the causal relationships of social norms, preferences for governance modes, and policies. (2000) between associations, private hierarchies, state, market, communities, and networks. Since we measure regional preferences for governance modes in the following section with survey data, overly sophisticated categories would not be helpful. Habitual language usually links governance automatically to certain sectors: competition to free market, hierarchy to bureaucratic states, and cooperation to civic networks. Therefore, we decided to distinguish only between three governance modes: hierarchy, markets, and networks (cf. Pierre and Peters, 2000: 14-22) . 3 This does not mean that micro data are not useful in social capital research. If we are, for example, interested in the determinants of personal beliefs (which might then become shared values), micro data have to be used. 4 The indicator for the number of manifestations (pmat4) is constructed on the basis of a research project called 'Protestereignisse in der BRD 1950 BRD -1993 . The data are a collection of local, regional, and national manifestations which were published in the leading newspapers in Germany. To avoid bias with regard to national manifestations mostly taking place in the capital or other 6 This distinction seems to be important only with regard to economic development; with regard to happiness, the two groups show no significant differences.
